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PREFACE

On March 15, 2001, the Commission instituted investigation No. TA-204-5 under section
204(a)(2) of the Trade Act of 1974 (19 U.S.C. § 2254(a)(1)) (the Act) for the purpose of preparing a
report to the President and the Congress on the results of its monitoring of developments with respect to
the domestic welded line pipe industry since the President imposed a tariff on welded line pipe effective
March 1, 2000. Section 204(a)(1) of the Act requires that the Commission, so long as any action taken
under section 203 of the Act remains in effect, monitor developments with respect to the domestic
industry, including the progress and specific efforts made by workers and firms in the domestic industry
to make a positive adjustment to import competition. Section 204(a)(2) requires that whenever the initial
period of an action under section 203 of the Act exceeds 3 years, the Commission shall submit a report
on the results of the monitoring under section 204(a)(1) to the President and the Congress not later than
the mid-point of the initial period of the relief, or by August 30, 2001, in this case.

Section 201(b)(1) of the Trade Act states that a positive adjustment to import competition occurs
when (A) the domestic industry (i) is able to compete successfully with imports after actions taken under
section 204 terminate, or (ii) the domestic industry experiences an orderly transfer of resources to other
productive pursuits; and (B) dislocated workers in the industry experience an orderly transition to
productive pursuits.

Section 201(b)(2) states that the domestic industry may be considered to have made a positive
adjustment to import competition even though the industry is not of the same size and composition as the
industry at the time the investigation was instituted under section 202(b).
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Nippon
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Shinho
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Company Abbreviations

American Cast Iron Pipe Co., American Steel Pipe Div.

California Steel Industries, Inc.
Geneva Steel Co., LLC

IPSCO Tubulars, Inc..

Lone Star Steel Co.

LTV Copperweld, Pipe and Conduit Div.

Maverick Tube Corp.
Newport Steel Corp.
Northwest Pipe Co.
Prudential Steel, Inc.
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USX Corp., U.S. Steel Group
Wheatland Tube Co.

Borusan Birlesik Boru Fabrikalari A.S.
CA Conduven

Corus Group plc

Dongbu Steel Co., Ltd.
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SeAH Steel Corp.

Shinho Steel Co., Ltd.

Sumitomo Metal Industries, Ltd.

asterisks.

Note.~Information that would reveal confidential operations of individual concerns may not be
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EXECUTIVE SUMMARY

BACKGROUND

L] On February 18, 2000, following an affirmative determination of serious injury by the
Commission' under section 202 of the Trade Act of 1974, the President implemented a
safeguard action to facilitate efforts by the welded line pipe industry to make a positive
adjustment to import competition. This monitoring investigation was instituted by the
Commission under section 204(a)(2) of the Trade Act of 1974 for the purpose of
preparing a mid-point report to the President and the Congress regarding developments
with respect to the welded line pipe industry since the imposition of import relief.

L Presidential Proclamation 7274 implemented relief action in the form of an increase in
duties, effective March 1, 2000, for a period of 3 years and 1 day. The principal
provisions of the proclamation included an increase in duty of 19 percent ad valorem in
the first year of relief, declining to 15 and 11 percent ad valorem in the second and third
years, respectively; exemption of the first 9,000 short tons of imports of welded line pipe
from each supplying country each year; exclusion from the relief action of product of
Canada or Mexico; and suspension of duty-free treatment for welded line pipe that is the
product of beneficiary countries under the Generalized System of Preferences (GSP), the
Caribbean Basin Economic Recovery Act (CBERA), and the Andean Trade Preference
Act (ATPA), as well as the product of Israel under the United States-Israel Free Trade
Area Implementation Act of 1985 (IFTA Act).

] The subject product includes welded carbon quality line pipe of circular cross section, of
a kind used for oil and gas pipelines, whether or not stenciled, and not more than 16
inches (406.4 mm) in outside diameter (OD), and excludes goods commonly described in
commercial usage as arctic grade line pipe.

u The Commission’s monitoring investigation collected data for the period 1998 through
March 2001.

IMPACT OF RELIEF ACTION ON IMPORTS

u In the 12-month period since the imposition of import relief (March 2000-February
2001), imports of welded line pipe from covered countries decreased by over 100,000
short tons, or more than half, when compared to the prior 12-month period. Imports of
welded line pipe not exceeding the 9,000 ton exemption totaled less than 75,000 short
tons. Imports of the subject product in excess of the 9,000 ton exemption in the
aggregate accounted for more than 20,000 short tons from three sources: Germany,
Korea, and Taiwan.

n As shares of total imports, imports of the subject product from Canada accounted for
approximately 3 percent in 1998 and 10 percent in 2000; imports of the subject product

!Vice Chairman Marcia E. Miller and Commissioners Jennifer A. Hillman and Stephen Koplan found serious
injury. Chairman Lynn M. Bragg and Commissioner Thelma J. Askey found a threat of serious injury.
Commissioner Carol T. Crawford made a negative determination.

1



from Mexico accounted for approximately 15 percent in 1998 and approximately 30
percent in 2000.

Korean respondents argued that the doubling of the share of line pipe imports by product
from Canada and Mexico constitutes a surge that has undermined the effectiveness of the
import relief action, and that the Commission should recommend to the President that
Canada and Mexico be included in the action. Petitioners argued that the vast majority
of market share lost by imports from covered countries went to domestic producers, that
imports from Canada and Mexico have entered the United States at higher prices since
the imposition of import relief, and that there is no need for the action to be modified at
this time.

U.S. DEMAND

The demand for welded line pipe is primarily derived from the demand for pipelines,
mainly those used for natural gas. Since March 1, 2000, both energy prices and drilling
activity have increased. The average price of natural gas at the wellhead was an
estimated $2.30 per thousand cubic feet in February 2000, and increased to $5.84 per
thousand cubic feet in February 2001. In response, drilling activity in the United States
for natural gas increased from an average of 616 rotary drilling rigs in operation in
February 2000 to 913 in March 2001. Since March 2000, oil prices and the number of
oil wells drilled have increased, though at a slower rate than natural gas prices and
drilling activity.

Demand for welded line pipe is also dependent on overall economic activity. From
March 2000 through March 2001, the value of construction put in place in the United
States was highest in the summer and autumn months. Construction value declined
irregularly to a low in July 2000, and has since increased slightly.

Most domestic producers reported that demand for line pipe has declined, or first
increased, then declined, since March 1, 2000. Domestic producers generally reported a
decrease in demand for line pipe in the first half of 2001, and forecast modest
improvements at best for the remainder of 2001.

Data gathered by the Commission during this investigation indicate that apparent U.S.
consumption of line pipe was slightly higher in 2000 than in 1999, but was nearly 25
percent lower in the first quarter of 2001 than in the first quarter of 2000. Possible
factors contributing to a decline in domestic demand for line pipe include a general
economic slowdown of the U.S. economy, a slight decline in the seasonally adjusted
value of new construction, and increased imports of standard and structural pipe.

ADJUSTMENT EFFORTS
During the section 201 investigation, the domestic welded line pipe industry submitted to

the Commission its proposals for competitive adjustment, comprised of firm-specific
efforts to compete if the industry were to receive import relief.



In general, approximately $33 million, or 53 percent, of the $63 million in planned
investments reported by U.S. producers in their adjustment plans for the period 2000-01,
had been completed by May 2001.

During 2000-01, improving productivity/efficiency and quality accounted for 59 percent
of total investments, expanding product lines accounted for 27 percent, and lowering
costs accounted for 13 percent of the total.

CONDITION OF THE U.S. INDUSTRY

Between 1998 and 1999, the share of the U.S. market held by U.S. producers remained
stable. Apparent U.S. consumption, however, declined by 12.3 percent. U.S. producers’
output and sales volumes fell markedly, as did prices, resulting in declines in most of the
domestic industry’s trade and financial performance indicators.

Three U.S. producers — Maverick, Prudential, and IPSCO — opened new pipe facilities in
1999 and 2000, during which time a fourth producer — Northwest — achieved API
certification. One U.S. producer — LTV — shut down a welding line in 1999. Overall,
the domestic industry’s capacity was substantially greater than U.S. production and
apparent consumption in both 1999 and 2000, reflecting domestic capacity growth and
declining apparent U.S. consumption.

From 1999 to 2000, after the imposition of import relief, most indicators of performance
showed improvement: capacity utilization increased by 14.1 percentage points, U.S.
shipments (quantity) increased by 17.9 percent, domestic industry market share (based
on quantity) increased by 10.7 percentage points, unit values of U.S. shipments increased
by approximately 13 percent, operating income (and unit operating income) went from
losses to positive income, the ratio of cost of goods sold to sales decreased by 10.6
percentage points and the ratio of operating income to sales increased by 12.2 percentage
points, the number of workers increased by 13.9 percent, hourly wages increased by 4.8
percent, and productivity improved by 15.5 percent.

Comparing January-March 2000 with January-March 2001, U.S. industry performance
generally declined, but average unit values and the ratio of operating income to sales
registered slight increases.

PRICING

Trends.--In general, domestic prices declined throughout 1998 and into 1999. Of the six
specific products for which the Commission gathered pricing information, average prices
for four products reported by domestic producers increased through mid-2000, and have
since fallen slightly. The average prices of the remaining two products were higher in
the first quarter of 2001 than in any period since 1998. Prices for all covered imports in
the aggregate generally exhibited similar trends, but remained at lower levels than prices
for comparable domestic products.

Comparisons.--Imported line pipe undersold the comparable domestic product in 42 of
47 comparisons through the first quarter of 2000, and in each of the 20 instances in
which comparisons could be made since the first quarter of 2000.



FOREIGN INDUSTRIES

Thirteen firms in six covered countries provided information to the Commission
regarding their welded line pipe operations.

In general, the firms operated their plants at less than two-thirds of capacity, declining
during 1998-2000 to an approximate 57 percent capacity utilization rate, with unused
capacity increasing to more than 355,000 short tons in 2000, or by approximately 12
percent, since 1998.



PART I: INTRODUCTION

BACKGROUND

On June 30, 1999, a petition under section 202 of the Trade Act of 1974 (the Act) was properly
filed by Geneva Steel Company, Vineyard, UT; IPSCO Tubulars, Inc., Camanche, IA; Lone Star Steel
Company, Dallas, TX; LTV Steel Tubular Products Company, Youngstown, OH;' Maverick Tube
Corporation, Chesterfield, MO; Newport Steel Corporation, Newport, KY; Northwest Pipe Company,
Portland, OR; Stupp Corporation, Baton Rouge, LA; and the United Steelworkers of America, AFL-CIO,
Pittsburgh, PA. The petition alleged that circular welded carbon quality line pipe (“welded line pipe™)
was being imported into the United States in such increased quantities as to be a substantial cause of
serious injury, or the threat thereof, to the domestic industry producing an article like or directly
competitive with the imported article. Following receipt of a report from the Commission in December
1999 under section 202 of the Act (19 U.S.C. § 2252) containing an affirmative determination and
remedy recommendations, the President, on February 18, 2000, pursuant to section 203 of the Act (19
U.S.C. § 2253), issued Proclamation 7274 imposing import relief in the form of a tariff on imports of
welded line pipe? for a period of 3 years and 1 day, effective March 1, 2000.> The report in this
investigation, required under section 204(a) of the Act, provides the results of the Commission’s
monitoring of developments with respect to the welded line pipe industry since the imposition of import
relief. Information relating to the background of the investigation is presented in the tabulation that
follows.

, . Federal Register
Effective date Action citation'

June 30, 1999 Petition properly filed with the Commission; Commission institutes | 64 FR 42414,

investigation No. TA-201-70 August 4, 1999
October 28, 1999 Commission amends scope of the investigation to exclude arctic- 64 FR 60831,

grade line pipe November 8, 1999
December 22, 1999 | Commission’s findings and recommendations transmitted to the 64 FR 73575,

President December 30, 1999
March 1, 2000 Proclamation 7274 issued by the President imposing additional 65 FR 9193,

tariffs on the subject product February 23, 2000
March 15, 2001 Institution of investigation No. TA-204-5: Monitoring 66 FR 16066,

developments in the domestic industry since relief action March 22, 2001
—Continued on next page.

! In November 1999, the LTV Corp. purchased Copperweld Corp., Copperweld Canada, Inc., and Welded Tube
Co. of America, forming LTV Copperweld as a combination of these purchased companies and LTV Steel Tubular
Products (retrieved on May 30, 2001, at http://yahoo.marketguide.com/mgi).

2 Includes welded carbon quality steel line pipe of circular cross section, of a kind used for oil and gas pipelines,
whether or not stenciled, and not more than 16 inches (406.4 mm) in outside diameter OD. This investigation
excludes goods commonly described in commercial usage as arctic grade line pipe. The subject products are
classified in subheadings 7306.10.10 and 7306.10.50 of the Harmonized Tariff Schedule of the United States (HTS).
For a detailed description of the product subject to investigation, see The Subject Product section on page I-2 of this
report.

3 Line pipe that is the product of Canada or Mexico is excluded from the relief action. For a detailed description, ,
of the President’s relief action, see the Import Relief Action section on page I-12 of this report.
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. . Federal Register
Effective date Action citation'
June 28, 2001 Commission’s hearing? N.A.
August 30, 2001 Commission’s report transmitted to President and Congress N.A.

' Federal Register notices cited in the tabulation since the amendment of the scope of
investigation in the original section 201 investigation are presented in app. A.
2 A list of witnesses appearing at the hearing is presented in app. B.

THE WTO LINE PIPE PROCEEDINGS

In mid-2000, Korea announced it would challenge the U.S. line pipe safeguard measure and
underlying Commission injury determination under the World Trade Organization dispute settlement
procedures. Consultations were held in July 2000, and a panel was formed in January 2001. The first
and second rounds of written submissions have been filed and substantive panel meetings have been
completed. The panel is expected to make its final ruling in October 2001.*

SUMMARY DATA

A summary of data collected in the investigation is presented in appendix C. U.S. industry data
are based on the questionnaire responses of U.S. producers. U.S. import data are based on official
Commerce statistics, adjusted to exclude imports of arctic grade and alloy line pipe from Japan. Also
included in appendix C are summary data relating to imports that have only been adjusted to exclude
alloy line pipe from Japan. These tables have been generated to maximize the amount of available data
for public consideration.

THE SUBJECT PRODUCT

Thé imported welded line pipe subject to this investigation does not exceed 16 inches (406.4
mm) in OD, and includes:’

welded carbon quality line pipe of circular cross section, of a kind used for oil and gas
pipelines, whether or not stenciled, except as provided below. The term “carbon
quality” applies to products in which (i) iron predominates, by weight, over each of the
other contained elements, (ii) the carbon content is 2 percent or less, by weight, and (iii)
none of the elements listed below exceeds the quantity by weight, respectively indicated.:

1.80 percent or more of manganese, or
2.25 percent of silicon, or

1.00 percent of copper, or

0.50 percent or less of aluminum, or
1.25 percent of chromium, or

R R

—Continued on next page.

4 United States - Definitive Safeguard Measures on Imports of Circular Welded Carbon Quality Line Pipe from
Korea (DS 202).

5 Annex to Presidential Proclamation 7274 (65 FR 9195, February 23, 2000; contained in app. A). I-2
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0.30 percent of cobalt, or

0.40 percent of lead, or

1.25 percent of nickel, or

0.30 percent of tungsten, or
0.10 percent of molybdenum, or
0.10 percent of niobium, or
0.15 percent of vanadium, or
0.15 percent of zirconium.

LR 2 2 2B 2 2 J o

[The subject product] does not include goods commonly described in commercial usage
as arctic grade line pipe and defined as welded line pipe that—

(a) has an outside diameter of 114.3 mm or more and a wall thickness equal to
or less than 19.05 mm;

(b) when subjected to a Charpy V-notch test performed at minus 45.6 degrees
Celsius or below applied to three specimens taken from the weld area, has a
joules rating of no less than 23.05 joules for each sample, with an average
for all three at no less than 25.76 joules;

(c) using at least three samples, has a minimum average shear area of 85
percent in the base metal and 50 percent in the weld; and

(d) when subjected to a hydrogen induced cracking test to be performed as
provided by National Association of Corrosion Engineers (NACE) TM0284
test with solution A, has a crack length ratio that does not exceed 15
percent, a crack sensibility ratio that does not exceed 2 percent, and a crack
thickness ratio that does not exceed 5 percent.

LIKE OR DIRECTLY COMPETITIVE DOMESTIC PRODUCT

In its original safeguards investigation, the Commission found that “domestically produced line
pipe is ‘like’ the imported line pipe covered by the scope of the investigation, and that there is one
domestic like product consisting of the various grades of line pipe.”® This section of the report presents
information on both imported and domestically produced welded line pipe, as well as information related
to the Commission’s “like or directly competitive” product determination.’

Physical Properties and Uses
Welded line pipe subject to this investigation is made from “carbon quality” steel. Carbon

quality steel includes all carbon steels, including those that have been modified through the addition of
small amounts of alloying elements that may exceed the individual weight limits for nonalloy steels

¢ Circular Welded Carbon Quality Line Pipe, Inv. No. TA-201-70, USITC Publication 3261, December 1999, p.
I-12.

7In determining what constitutes the like or directly competitive domestic product, the Commission traditionally
has taken into account such factors as the physical properties of the product, its customs treatment, its manufacturing
process (e.g., whether products are manufactured in separate facilities), its uses, and the marketing channels through
which the product is sold (Id., p. I-10). I-3
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specified in the HTS.* Welded line pipe subject to this investigation is a circular pipe product not
exceeding 16 inches (406.4 mm) in OD, irrespective of wall thickness, and is most commonly sold in
“double random lengths.” Welded line pipe generally has either a black (lacquered) finish or bare
surface finish. Welded line pipe is lacquered to protect the pipe from rust, which is especially important
for ocean transport or for storage in humid climates. Most coating of domestically produced pipe is now
performed at a coating facility rather than in the field." End finishes include plain end, which may be
either square cut or beveled for welding, threaded ends, or threaded and coupled, as well as other special
end finishes; however, most welded line pipe is not threaded or coupled; rather it has a beveled end for
welding in the field."

Welded line pipe is used for the transmission of gas, oil, or water, generally in pipeline or utility
distribution systems.'> The American Gas Association (AGA) has defined the systems requiring line
pipe as follows:"

Distribution: Generally, mains, services, and equipment which carry or control the supply of
gas from the point of local supply to and including the sales meters.

Field and gathering: A network of pipelines (mains) transporting natural gas from individual
wells to compressor station, processing point, or main trunk pipeline.

Main: The network of distribution piping to which customers’ service lines are attached.
Generally, large pipes are laid in principal streets with smaller laterals extending along side
streets and connected at their ends to form a grid; sometimes laterals are brought to dead ends.

Transmission: Pipelines (Mains) installed for the purpose of transmitting gas from a source or
sources of supply to one or more distribution centers, or to one or more large volume customers,
or a pipeline installed to interconnect sources of supply. In typical cases transmission lines differ
from gas mains in that they operate at higher pressures, are longer, and the distance between
connections is greater.

The subject product includes all pipe of a kind used in oil and gas pipelines, whether or not
stenciled, and includes all multi-stenciled pipe with an American Petroleum Institute (API) line pipe
stencil. A “stencil” is information marked by the manufacturer with paint stenciled on the outside
surface' of the pipe indicating the specification in conformance with which it has been manufactured.
The API 5L specification for line pipe indicates that the markings should identify the manufacturer’s

# Such products would in many cases fall into HTS categories for “other alloy steel” pursuant to note 1(f) to
chapter 72. The HTS defines “stainless steel” and “other alloy steel,” so other products can generally be thought of
as nonalloy; the HTS does not use or define “carbon steel” or “carbon quality” at the legal level.

9 Nominal 40-45 foot lengths are referred to by the industry as “double random lengths” or “DRL.”
1 Staff conversation with *** September 9, 1999.
! Petition, p. 4.

12 According to petitioners, 90 percent of all products that are carbon quality and stenciled to an API specification
are used in oil and gas pipelines and for gathering lines in oil and gas fields. See petition, p. 3.

13 Gas Facts 2000, American Gas Association, 1999 data, p. 114.

14 The purchaser and manufacturer can agree to put all or part of the markings on the inside surface of the pipe.
Pipe that is 1-1/2 inches and smaller has the identification markings die-stamped on a metal tag fixed to the bundle or
printed on the straps or binding clips used to tie the bundle. I-4
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name, specification (“Spec SL”), size and weight designation, grade and class (e.g., A25, A, B, and X42
through X80), process of manufacture (seamless pipe, welded pipe, or continuous welded pipe), heat
treatment, and test pressure. The API 5L specification also suggests that “products in compliance with
multiple compatible standards may be marked with the name of each standard.” Information gathered
during the section 201 safeguard investigation indicates that the U.S. Customs Service classifies any
multiple-stenciled product that includes an API line pipe stencil as pipe used for oil or gas pipelines.'®

Welded line pipe for use in oil and gas pipelines is generally produced to API specifications,
which require higher hydrostatic test pressures and more restrictive weight tolerances than standard pipe.
Pipe that is in conformance with API Spec 5L Grade B is also automatically in conformance with the less
restrictive standard pipe specification of the American Society for Testing and Materials (ASTM) A53
Grade B."” As a consequence, manufacturers often mark such product with both specifications (“dual
stenciled”) so that it may be applied for either use.'® Product may also be simultaneously in conformance
with both Grade B and Grade X42 of the API 5L specification; in fact, most line pipe used in the United
States meets the specifications of both Grades B and X42."” Such product may be marked with API 5L
Grade B, API 5L Grade X42, and ASTM A53 Grade B (“triple stenciled”). Finally, some standard pipe
customers require product marked as being in compliance with the American Society of Manufacturing
Engineers (ASME) AS53,% which is identical to ASTM A53; including this information can resultina
quad stencil.

In some instances, welded line pipe may be used in applications that require special properties in
addition to or in place of the API Spec 5L requirements. Examples of such applications include sour gas,
sour oil, or sour environment,?' and extreme low-temperature environment. In such cases, line pipe is
produced to special proprietary specifications. Welded line pipe produced for sour environments
requires exceptionally clean, low-carbon steel to resist sulfide stress-cracking. The incidence of stress-
cracking depends on several interacting factors, including the chemical composition, strength, heat
treatment, and microstructure of the metal; pH levels; hydrogen sulfide concentration and total pressure;
total tensile strength; temperature; and time.?

15 American Petroleum Institute, Specification for Line Pipe: API Specification 5L, April 1, 1995, pp. 52-53.
16 Petition, pp. 2-3. Maurice Pincoff’s response to Commissioner Crawford’s questions, October 11, 1999.

17 ASTM A-53 covers seamless and welded black and hot-dipped galvanized steel pipe intended for mechanical
and pressure applications and that is also acceptable for ordinary uses in steam, water, gas, and air lines.

18 Specifications for Line Pipe: API Specification 5L, 41st ed., American Petroleum Institute (Washington, DC:
1995), pp. 7, 15-23, and 35, and 1995 Annual Book of ASTM Standards, vol. 01.01 (Philadelphia, PA: 1995), pp. 3
and 10-12.

1 Transcript of the section 201 injury hearing, p. 64.

20 ASME AS53 is a standard identical to ASTM A53 (October 13, 1999, telephone interview with ***).
Certification to ASME standards is required for some construction projects.

21 Sour gas and sour oil refer to gas or oil containing free sulfur, hydrogen sulfide (H,S), or other sulfur
compounds in excess of 1 percent (for oil) or 10 grains of H,S or 200 grains of total sulfur per 1,000 cubic feet (for
gas). Sour environment refers to fluids containing water as a liquid and H,S. American Petroleum Institute, “s’
Index,” found at Internet address http.//www.api.org/pidex/Library/PIDD/pages/s.htm, retrieved September 2, 1999.
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Manufacturing Process and Facilities

Welded line pipe is most commonly manufactured by the electric resistance weld (ERW)*
process; however, the continuous-weld (CW)* process can be used for pipe up to 4.5 inches (114.3 mm)
in OD. The manufacture of welded line pipe by the ERW process begins with coils of hot-rolled sheet
steel, which are cut by a slitting machine into strips of the precise width needed to produce a desired
diameter of pipe. The slit coils are fed into the tube mills, which cold-form the flat ribbon of steel into a
tubular cylinder by a series of tapered forming rolls. The product is then welded along the joint axis.
The welded tube then passes under a tool which removes the outside flash resulting from the pressure
during welding. Inside flash is likewise removed by cutting tools. The tube is then subjected to such
post-weld heat treatment as is required. Such treatment may involve heat treatment of the welded seam
only or treatment of the full cross-section of the pipe. After heat treatment, sizing rolls shape the tube to
accurate diameter tolerances. The product is cooled and then cut at the end of the tube mill by a flying
shear or saw.”

Welded line pipe, large-diameter line pipe, standard and structural pipe, and oil country tubular
goods (OCTG) can be produced on the same equipment by the same production workers. Fifteen of 16
U.S. producers of welded line pipe that responded to the Commission’s questionnaire reported such
common production lines.?” Foreign producers indicated that they produce the subject welded line pipe
along with large-diameter line pipe, OCTG, and standard and structural pipe, among others, on the same
equipment.”® Table I-1 presents available information relating to domestic and foreign producers’ subject
product production capabilities.

2 Electric resistance welding is a process where the strip edges are mechanically pressed together and welded.
The heat for welding is generated by resistance of the steel to the flow of electric current. In one process, a low
frequency (typically 60 to 360 hertz) is conducted to the strip edges by a pair of copper alloy discs which rotate as
the pipe is propelled under them. A second variation uses high frequency current (in the range of 400 to 500
kilohertz) which enters the tubing through shoes which act as sliding contacts. An induction coil can also be used
with the high frequency current to induce current in the edges of the steel. No direct contact between the induction
coil and the tubing is required. American Iron and Steel Institute, Steel Products Manual Steel-Specialty Tubular
Products, October 1980, pp. 19-20.

24 Continuous welding is a process of forming a seam by heating the steel in a furnace and mechanically pressing
the formed edges together as it passes through a series of round welding rolls. Successive coils are joined together to
provide a continuous flow of steel to the welding mill. This process is also known as continuous butt welding. Steel
for the manufacture of CW pipe is sometimes called “skelp.” According to the API line pipe specification, only
grade A25 can be manufactured using the CW process. According to industry representatives, CW line pipe makes
up a small portion of the welded line pipe market. Staff conversation with ***, September 9, 1999.

25 Gteel that is more than 0.1875 inch in thickness if over 48 inches in width, or more than 0.230 inch in thickness
if 48 inches or under in width, may be called “plate in coils.”

26 United States Steel, “Manufacture of Steel Tubular Products,” chapter in The Making, Shaping, and Treating of
Steel, 10th ed. (Pittsburgh, PA: Herbick & Held, 1985), p. 1,029.

77 See the tabulation at p. IV-3 for a presentation of data on U.S. producers’ capacity and production for all
products using common production lines.

28 See Part VI for country-specific presentations of data on foreign producers’ capacity and production for all
products using common production lines. 1-6
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Table I-1
Welded line pipe: Producers’ production capabilities, by country and specifications

- Size ‘Wall Length
Country/firm (inches OD) th.lckness (feet) API spec./grades
(inches)
UNITED STATES:
American 10.75- 16 .188 - .500 20-80 API 5L B, X42-X80
California 4% -16 .134 - .500 21-60 API 5L B, X42-X70
Geneva 65/8 - 16 .188 - .375 40 - 60 API 5L B, X42-X70
IPSCO 1.9 - 8.625 .109 - .322 20 - 60 API 5L B, X42-X65
Lone Star 23/8-16 125 - .650 21-60 API 5L B, X42-X80
LTV 4% -16 .125 - .500 25-61 AP| 5L X42-X65
Maverick 2.375-16 .154 - .500 21-75 AP 5L X42-X60
Newport 4% -16 .156 - .500 40 - 60 API| 5L B, X42-X52
Northwest 2 3/8-65/8 125 - .280 40 - 60 API 5L B, X42-X52
Prudential 2.375-10.75 125-.375 21-60 API 5L B, X42-X60
| Sawhill .840-4.5 .850 - .237 21-42 API 5L A25, B
Stupp 10 3/4 - 16 .250 - .562 21-85 API 5L B, X42-X70
Tex-Tube 27/8-85/8 .203 - .322 21-56 API 5L B, X42-X60
Texas Tubular 4% -85/8 .156 - .322 38-45 API 5L X42
U.S. Steel 85/8 - 16 .188 - .400 22-80 API 5L B, X42-X70
Wheatland 2 -4 .133-.237 18-25 API 5L A25
JAPAN:
Kawasaki .839-16 .106 - .750 18 - 66 API 5L A, B, X42-X80
Nippon 45-16 .080 - .630 29.6-60.9 | API 5L B, X42-X80 and above
NKK 16-16 .079 - .752 13-60 API 5L B, X42-X80
Sumitomo 75-16 .047 - .750 20 - 60 API 5L B, X42-X70
KOREA:
Dongbu 5-16 .170 - .500 20 -40.2 API 5L B, X42-X56
Hyundai 2.375-16 .083 - .625 10-40.2 API 5L A, B, X42-X70
SeAH Y2 -16 .109 - .375 21-42 API 5L B, X42-X70
Shinho 2.375-16 .109 - .688 20 - 60 API 5L B, X42-X80
OTHER COUNTRIES/FIRMS:
Germany—Mannesmann 85/8-16 .281 - .560 40 - 52 API 5L B, X42-X70
Turkey— Borusan Birlesik
& Mannesmann Boru 2 -12 .079 - .375 20 -42 API 5L B, X42-X56
U.K.—Corus Group 1.660 - 16 .140 - .866 20 - 41 API 5L B, X42-X70
Venezuela—-CA Conduven 2.375-16 .083 - .438 20-100 API 5L B, X42-X65
Source: Compiled from data submitted in response to Commission questionnaires and available company
websites.

I-7
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Interchangeablility and Customer and Producer Perceptions

As indicated in the section 201 investigation, foreign-produced welded line pipe generally is
interchangeable with U.S.-produced welded line pipe, and possesses the same or similar qualities.
Welded line pipe is imported within the same range of grades and sizes and generally is used by the same
end users for the same end uses as the domestic product. For most welded line pipe, there does not
appear to be a high degree of differentiation between foreign and U.S.-produced welded line pipe based
on the type of production process or on the basis of quality. Most foreign mills use the ERW process to
manufacture welded line pipe and can produce other tubular products on the same production equipment
used to manufacture welded line pipe.

During the current investigation, the Commission has gathered additional information relating to
U.S. shipments of welded line pipe by grade, and the data are presented in table I-2. The majority of U.S.
producers’ U.S. shipments of welded line pipe were in the API 5L B, and X42-X56 grades during 1998-
2000, while shipments of imports from covered countries were concentrated in the API SL B and X42
grades. Although both U.S. producers and foreign producers in Japan reported the capability to produce
an API 5L X80 grade of welded line pipe, no shipments of this grade were reported from any source
during 1998-2000.

High-Frequency-Induction Welded Deepwater Line Pipe

During the section 201 investigation, the Commission determined that high-frequency-induction
(HFI) welded deepwater line pipe over 6 inches in diameter should not be excluded from the scope of
investigation. During the current investigation, counsel for the German respondent, Mannesmann, urged
the Commission to reconsider its determination and exclude HFI welded deepwater line pipe on the
grounds that: (1) the domestic industry does not produce HFI line pipe that meets the specifications of
the major deepwater oil and gas producers; (2) domestically produced HFI line pipe is not currently
available for deepwater use; and (3) the current relief action has caused unnecessary burdens for major
U.S. oil and gas producers.” All of the subject imports from Germany during 1998 through March 2001
were HFI welded deepwater line pipe over 6 inches in OD.** *! U.S. producers Lone Star and Stupp have
reported that they produce deepwater welded line pipe using high frequency ERW, are qualified suppliers
to virtually every major oil company operating in the Gulf of Mexico, and are active in furnishing

2 Mannesmann posthearing brief, pp. 1-2. Counsel further argues that even if domestic producers produced HFI
line pipe it would still require up to one year to qualify for deepwater use, domestically produced HFI line pipe is not
currently available for deepwater use, and Mannesmann’s customers will not accept contact welded ERW as a
substitute for Mannesmann HFI line pipe. /d.

30 Mannesmann prehearing brief, p. 3.

3'HFI deepwater welded line pipe is reportedly produced and/or promoted by Maverick in Canada (July 6, 2001,
petitioners’ posthearing brief, exh. 3), Corus in the United Kingdom, Japanese producers (July 6, 2001, Mannesmann
posthearing brief, app. B), and Corinth Steel in Greece (July 31, 2001, e-mail from ***). ***, I-8
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Table I-2
Welded line pipe: Shares of U.S. producers’ and importers’ total U.S. shipments, by grades, 1998-2000

U.S. producers Covered countries
fem 1998 1999 2000 1998 1999 2000
Share of total shipments (percent)

A& A25 _— rn . 0] 0 0
B-X42 31.6 36.8 37.0 85.7 96.2 85.1
X46-56 33.8 32.1 41.7 0.5 " 1.6
X60-70 e b b 13.8 3.8 13.3
X80 + (") () () () () ()
Other? . . . R) 0 0

Total 100.0 100.0 100.0 100.0 100.0 100.0

Unit value (per ton)

A & A25 $457 $402 $460 " " ("
B-X42 507 435 490 $426 . $358 $415
X46-56 493 407 488 485 " 511
X60-70 592 508 542 583 457 589
X80 + (") 0] 9] " (" ("
Other? 408 363 335 Q) " "

Total 511 432 481 448 362 440

' None reported; not applicable.

2 With respect to U.S. producers’ shipments, the data include product with military specifications, and
secondary and salvage product.
Source: Compiled from responses to Commission questionnaires.

line pipe for offshore applications.’* Maverick has begun the process of becoming a qualified supplier to
major oil companies with its new HFI mills.* ** **

32Hearing transcript (TR), pp. 92-93; and July 6, 2001, petitioners’ posthearing brief, p. 11.

33 Maverick now has a mill in Longview, WA, that makes 2 3/8 inch to 10 3/4 inch HFI pipe; its new 16-inch mill,
which it purchased from EXL Tube in Kansas City and moved to Hickman, AR, is an HFI mill (July 6, 2001,
petitioners’ posthearing brief, p. 11).

34%%* has also reported that, according to ***, there is no difference in the quality or performance of HFI or ERW
technology (***). In addition, *** also reported that “*** specifying induction-welded pipe; *** and our other end
user customers (and ***) have never found an advantage.” *** producer questionnaire response, section II-12.

35 Stupp has testified that it believes that the difference between induction- and contact-welding is “a marketing
issue. There is contact welding and induction welding. The key thing, it has to be high frequency. It is simply a
method of delivering that high frequency. It’s either done with an induction coil or it’s done with contacts into the

(continued .y
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Data regarding U.S. shipments of offshore/deepwater welded line pipe are presented in table I-3.
The data indicate that U.S. producers have increased their share of total offshore/deepwater line pipe
shipments during 1998-2000, accounting for more than half of such shipments during 2000, with average
unit values exceeding those of imports from Germany that year.

Table I-3
Welded line pipe: U.S. shipments of offshore/deepwater product, 1998-2000

Marketing Channels

Table I-4 presents the channels of distribution of welded line pipe by sources. As shown, the
majority of U.S.-produced product, and imports of product from covered countries, was shipped to the
distributor/service center market throughout the period 1998-2000.

Customs Treatment

U.S. imports of welded line pipe are subject to import duties (tariffs) as provided by the HTS.
The 1998-2001 column 1-general rates of duty for the subheadings covered by this investigation are as
follows (in percent ad valorem):

Tariff provision (HTS) 1998 1999 2000 2001

Line pipe of a kind used for oil or gas
pipelines:

7306.10.10--
Of iron or nonalloy steel ........ 1.1 1.0 0.8 0.6

7306.10.50--
Of alloysteel ................. 2.9 2.4 2.0 1.5

The rates of duty are subject to staged reductions to an eventual rate of “free” as of January 1, 2004, as
provided for in Presidential Proclamation 6763 (annex D(1)) implementing the Uruguay Round
concessions.

The rate of duty under the North American Free Trade Agreement (NAFTA) for qualifying
welded line pipe comprising goods from Canada under both of the above subheadings is free; subject
goods of Mexico can enter at the following 2001 duty rates: for subheading 7306.10.10, 0.3 percent ad
valorem, and for subheading 7306.10.50, 0.9 percent ad valorem. Other special tariff programs provide
duty-free entry to eligible products of Israel, of beneficiaries of the Caribbean Basin Economic Recovery
Act (CBERA) and Andean Trade Preferences Act (ATPA), and of the least-developed beneficiary
developing countries under the Generalized System of Preferences (GSP).

35(...continued)
weld area. We have done a great deal of research and the benefit is, as we have determined to this point, is not to the
user, it is to the manufacturer in certain walls and diameters. So that if an investment is made in induction welding it
is to benefit the provider of that product, not necessarily the customer.” TR, pp. 92-93. I-10
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Table 1-4
Welded line pipe: U.S. shipments to distributors/service centers and end users, and shares, 1998-2000

Distributors/service centers End users
tem 1998 1999 2000 pyves 1998 1999 2000 1098
Quantity (short tons)
Domestic product 411,938 394,799 486,397 | 1,293,134 233,807 176,104 192,464 602,375
Imported product from--
Covered countries 171,641 126,575 70,070 368,286 4,948 4,200 20,657 29,805
Mexico' 4,819 6,282 5,426 16,527 1,801 1,842 2,086 5,729
Total 588,398 527,656 561,893 | 1,677,947 240,556 182,146 215,207 637,909
Share of total shipments (percent)
Domestic product 63.8 69.2 71.6 68.2 36.2 30.8 28.4 31.8
Imported product from--
Covered countries 97.2 96.8 77.2 92.5 2.8 3.2 22.8 7.5
Mexico 72.8 77.3 72.2 74.3 27.2 22.7 27.8 257
Average, all .
sources 71.0 74.3 72.3 72.5 29.0 257 2717 275
Share of market segments (percent)
Domestic product 70.0 74.8 86.6 771 97.2 96.7 89.4 94 .4
Imported product from--
Covered countries 29.2 240 12.5 219 241 2.3 9.6 4.7
Mexico 0.8 1.2 1.0 1.0 0.7 1.0 1.0 0.9
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1 Of the non-covered sources of imports, only importers of welded line pipe from Mexico provided responses to the
Commission’s questionnaires.
Source: Compiled from data submitted in response to Commission questionnaires.
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Under the Presidential proclamation, which added U.S. note 10 and subheadings 9903.72.20
through 9903.72.25 of the HTS, imports entered up to 9,000 short tons for each supplying country are
dutiable as set forth above, while additional duties are imposed on subsequent imports during each of the
three 12-month relief periods established.*

IMPORT RELIEF ACTION

Imports of line pipe are the subject of a U.S. safeguard action imposed by the President under
section 203 of the Act following receipt of an affirmative injury determination and remedy
recommendation from the Commission in December 1999. Presidential Proclamation 7274 implemented
relief action in the form of an increase in tariffs, effective March 1, 2000, for a period of 3 years and 1
day.*” The principal provisions of the proclamation are:

1) increased the rate of duty on the subject line pipe by 19 percent ad valorem in the first year
of relief, declining to 15 and 11 percent ad valorem in the second and third years,
respectively, with the first 9,000 short tons of imports from each supplying country exempted
each year;

2) excluded subject line pipe that is the product of Canada and Mexico from the relief action, as
the President determined that imports of line pipe from Canada and Mexico, considered
individually, did not contribute importantly to the serious injury, or threat of serious injury,
found by the Commission; and

3) suspended, for the duration of the relief action, duty-free treatment for the subject line pipe
that is the product of beneficiary countries under the Generalized System of Preferences
(GSP), the Caribbean Basin Economic Recovery Act (CBERA), and the Andean Trade
Preference Act (ATPA); as well as subject line pipe that is the product of Israel under the
United States-Israel Free Trade Area Implementation Act of 1985 (IFTA Act).

36 Annex to Presidential Proclamation 7274 (65 FR 9195, February 23, 2000; contained in app. A).

37 Proclamation 7274--To Facilitate Positive Adjustment to Competition From Imports of Certain Circular

Welded Carbon Quality Line Pipe, 65 FR 9193, February 23, 2000. L1
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PART II: THE U.S. MARKET

U.S. PRODUCERS

The Commission sent 45 questionnaires to firms believed to be producing welded line pipe
and/or standard pipe during all or part of the period 1998 through March 2001. Sixteen of the firms
provided data on their welded line pipe operations. Table II-1 presents each responding firm’s position
on the import relief action, share of reported production in 2000, production location, and parent
company, where applicable. Four firms are owned in whole or in part by firms located outside of the
United States. Companies responding to the Commission’s questionnaire accounted for virtually all
production of welded line pipe in the United States during 2000.

U.S. IMPORTERS

The Commission sent questionnaires to 66 firms believed to have imported welded line pipe
during the period 1998 through March 2001, and received usable data from 31 firms that reported such
imports. Companies responding to the questionnaire accounted for 57 percent of total imports during
2000 (based on official Commerce statistics).

II-1
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Table I1-1
Welded line pipe: U.S. firms, positions on the import relief action, shares of reported 2000 U.S.

roduction, U.S. production locations, and parent companies
Share of
Firm Position production |Production location Parent company and
country
(percent)
American el *** | Birmingham, AL Not applicable
California kel *** | Fontana, CA Kawasaki (Japan): ***%;
CVRD (Brazil): ***%
Geneva Petitioner *** | Vineyard, UT Not applicable
IPSCO Petitioner *** | Camanche, IA IPSCO Tubulars (Canada)
Lone Star? Petitioner *** | Lone Star, TX Lone Star Technologies (U.S.)
LTV Petitioner *** | Youngstown, OH LTV Corp. (U.S.)
and Counce, TN
Maverick Petitioner *** | Hickman, AR and Not applicable
Conroe, TX
Newport Petitioner *** | Wilder, KY NS Group, Inc. (U.S.)
Northwest Petitioner *** | Portland, OR Not applicable
Prudential bl *** | Longview, WA Prudential Steel Ltd.
. (Canada)
Sawhill el *** | Sharon, PA AK Steel Corp. (U.S.)
Stupp Petitioner *** | Baton Rouge, LA Stupp Bros., Inc. (U.S.)
Tex-Tube® bl *** | Houston, TX Grupo Villacero (Mexico): ***%*
Texas Tubular® el *** | Lone Star, TX Friedman Industries, Inc. (U.S.)
U.S. Steel® bl *** | McKeesport, PA USX Corp. (U.S.)
Wheatland e *** | Wheatland, PA John Maneely Co. (U.S.)

' Represents ***,

2 In addition to its own production operations, Lone Star has toll processing agreements with
Tex-Tube and Texas Tubular. During 2000, such tolled product accounted for approximately *** percent of
Lone Star’s U.S. commercial shipments.

3 Tex-Tube produces the subject product under a toll processing agreement with Lone Star. ***.

4 Group Villacero’s ownership interest is through its ***.

5 Texas Tubular produces the subject product for Lone Star *** (April 26, 2001, Texas Tubular
producers’ questionnaire response).

¢ During 1998 through October 2000, the subject products were produced for U.S. Steel under a toll
processing arrangement with Camp Hill Corp. in McKeesport, PA, whereby ***. In October 2000, U.S. Steel
entered into a sales agreement with Lone Star, whereby U.S. Steel provides its toll-produced subject pipe
to Lone Star for sales and distribution. (June 12, 2001, telephone interview with and e-mail from ***, U.S.
Steel).

Source: Compiled from data submitted in response to Commission questionnaires.
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U.S. IMPORTS

Adjustments

U.S. imports of welded line pipe are based on official Commerce statistics and are presented in
table II-2." The data have been adjusted to exclude arctic-grade and alloy line pipe from Japan, and to

include unreported imports of the subject product from Germany during 2000.

Excluded Products

Import data presented in table II-2 have been adjusted to exclude imports of arctic-grade and
other alloy line pipe from Japan as indicated in the tabulation below:

Arctic grade’ Alloy'
Period Quantity Value Unit value Quantity Value Unit value
(short tons) ($1,000) (per ton) (short tons) ($1,000) (per ton)

1 994 ek *hk dedek 0 0 (2)
1 995 dededk *dek ke o 0 (2)
1 996 *dek ek *hk 0 0 (2)
1997 kK ke ks 0 0 (2)
1998 x ax bl 11,244 7,000 $623
1999 b ax ok ® 22 50,499
2000 e ax bl 3 11 3,792
Jan.-Mar.:

2000 wax ax bl 3 11 3,792

2001 *kk *dkk *dkk 0 0 (2)

" Importers of the subject product from Japan were the only firms to report excluded product in response to
the Commission’s questionnaire.

2 Not applicable.

3 Less than 0.5 short ton.
Source: Data relating to arctic-grade line pipe for 1994-97 are from the October 18, 1999 submission of Gibson,
Dunn & Crutcher; and data for 1998-2000, Jan.-Mar. 2000, and Jan.-Mar. 2001 are compiled from responses to
Commission questionnaires. Data relating to alloy pipe are from official Commerce statistics.

Since 1994, excluded welded line pipe from Japan has not accounted for a significant portion of total
imports from all countries, ranging from a low of *** percent of total imports during 1994 to a high of
*** percent during 1998. When compared to total imports of welded line pipe from Japan, excluded
product accounted for more significant shares, ranging from a low of *** percent during 1994 to ***
percent during 1998.

! Monthly import statistics are presented in app. D.
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Table II-2

Welded line pipe: U.S. imports, by principal sources, 1998-2000, January-March 2000, and January-

March 2001
Calendar years January-March
Source
1998 1999 2000 2000 2001
Quantity (short tons)
Covered sources:
China 7,866 16,412 9,672 8,825 29
Germany1 *kk dkk dhk *dek dkd
Japa r‘2 deded dedede dekdk ddek dekdk
Korea 157,997 133,896 42,832 27,842 9,729
South Africa 6,685 10,712 4,181 157 0
Taiwan 4,457 9,108 13,543 4,346 201
Turkey 11,324 0 0 0 5,488
U.K. 4,202 2,460 2,503 53 1,811
Venezuela 0 1,588 4,483 36 3,386
All others 9,177 6,819 13,779 2,312 5,607
SUthta' covered dedek dededk dedek Jekk dedede
Non-covered sources:
Canada 8,534 6,000 17,665 966 2,426
Mexico 48,180 53,995 56,747 15,674 14,606
Subtotal non-covered 56,715 59,996 74,412 16,640 17,031
Total dkk *kk dekk dekd dedede
Value ($1,000)°
Covered sources:
China 3,077 4,880 3,066 2,775 15
Germany1 ddkk *kk dedkd d*dedk Hdedk
Japanz ek dekk ek dekede dekk
Korea 65,595 43,788 17,089 10,478 3,623
South Africa 2,548 3,602 1,734 50 0
Taiwan 1,795 3,170 4,738 1,419 67
Turkey 4,623 0 0 0 1,993
U.K. 1,848 1,030 1,153 21 787
Venezuela 0 518 1,870 13 1,360
All others 3,674 2,371 5,136 738 2,046
SUthtal covered dekdk dedek dedek F*dkk Jeded
Non-covered sources:
Canada 4,988 3,006 8,695 478 1,281
Mexico 21,900 20,986 25,734 7,060 6,253
Subtotal non-covered 26,888 23,992 34,429 7,538 7,534
TOtal dekd dededk deded ddk dekd
Table continued on next page.
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Table ll-2-Continued

Welded line pipe: U.S. imports, by principal sources, 1998-2000, January-March 2000, and January-

March 2001
Calendar years January-March
Source
1998 1999 2000 2000 2001
Unit value (per ton)
Covered sources:
China $391 $297 $317 $314 $499
Germany' dekek 22 *kk dekde Fkk
JapanZ ddk *kk ek *kk ek
Korea 415 327 399 376 372
South Africa 381 336 415 315 *
Taiwan 403 348 350 327 333
Turkey 408 * (W) (W) 363
U.K. 440 419 461 403 434
Venezuela * 326 417 354 402
All others 400 348 373 319 365
Subtotal covered 437 345 403 357 379
Non-covered sources:
Canada 585 501 492 495 528
Mexico 455 389 453 450 428
Subtotal non-covered 474 400 463 453 442
Total 444 357 427 384 403
Share of total quantity (percent)
Covered sources:
China . i ek hx ek
Germany' *kk dkk 22 dekk *kk
J apanz ke Tk dekek *dk ke
Korea . . . *rn .
SOUth Afl'ica ke dedkk ek *kk (4)
Taiwan "k Tk ek . ok
Turkey *kk (4) (4) (4) kk
UK. "k . . "k .
Venezuela (4) Kk *kk *kk dkek
All others . *k ok . >k
Subtotal covered bl bl b b b
Non-covered sources:
Canada ek - . . .
Mexico . ek . ek .
Subtotal non-covered b i i bl bl
Total 100.0 100.0 100.0 100.0 100.0
Table continued on next page.
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Table ll-2-Continued

Welded line pipe: U.S. imports, by principal sources, 1998-2000, January-March 2000, and January-

March 2001
Calendar years January-March
Source
1998 1999 2000 2000 2001
Share of total value (percent)
Covered sources:
China deded *kdk ki dkk *kk
Germany1 dededk dekk dedede *ekk dedk ok
JapanZ dedkdk *kdk *kdk *kk *kk
Korea dededk dedek dedek dededk dedek
South Africa dedek dedkk deded dedd (4)
Taiwan dedek Fedek dekk dedkek dekk
TUl'key dddk (4) (4) (4) dkk
U.K. sk ek deded dedede dekd
Venezuela (4) Kk dkk ek *kk
A" Othel's *dkk dedek dedek deded Fdek
Subtotal covered aex bl bl bl bl
Non-covered sources:
Canada *dek deded dededk ddek kK
Mexico deded dedek dedk dekek dedkde
Subtotal non-covered b bl bl o bl
Total 100.0 100.0 100.0 100.0 100.0

" Imports from Germany during 2000 are based on data submitted by counsel for German respondents

(June 11 and 12, 2001, submissions of Barnes, Richardson and Colburn).

2 Imports from Japan have been adjusted to exclude arctic-grade line pipe (questionnaire responses)

and other alloy line pipe (official statistics).

3 Landed, duty-paid value.

4 Not applicable.

Note: Because of adjustments made to official Commerce statistics, the data in the above table are
confidential. Non-confidential import data adjusted to exclude alloy pipe are presented in table

C-3, app. C.

Source: Compiled from official Commerce statistics and responses to Commission questionnaires.
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Imports From Germany During 2000

Additional adjustments were made to official Commerce statistics because reported imports of
the subject product from Germany during 2000 were incomplete. While official Commerce statistics
report 7,800 short tons of subject imports from Germany during March 2000-February 2001, Customs
Quota Weekly Status reports indicate that imports from Germany exceeded the 9,000 ton exemption
during the period.? Counsel for the German respondents submitted Customs entry documents to the
Commission indicating that *** short tons of the subject product, valued at $*** million,” were imported
from Germany during March-December 2000, and these data are included in tables II-2 and II-3 instead
of official statistics. ‘

Impact of Relief Action on Imports
Imports From Covered Countries

In the 12-month period since the imposition of import relief (March 2000-February 2001),
imports of welded line pipe from covered countries decreased by *** short tons, or by *** percent, when
compared to the prior 12-month period (see table II-3). Imports of the subject product in excess of the
9,000 ton exemption in the aggregate accounted for *** short tons from three sources: Germany (***
percent over exemption), Korea (187.7 percent over exemption), and Taiwan (9.3 percent over
exemption). Imports of welded line pipe within the exempted amount totaled *** short tons.

Counsel for Korean respondents argued that the import relief action has reduced imports far
below the amount originally recommended by the Commission (151,124 short tons) and has reduced
imports below the level originally determined by the Commission to be excessive (105,124 short tons).
Counsel for Korean respondents argued that the relief is therefore excessive and the Commission should
recommend that the President terminate or modlfy the import relief action to a level that is commensurate
with the Commission’s original recommendation.* Counsel for Japanese respondents also urged the
Commission to recommend reduction or termination of the 1mport relief, in light of demand trends.’
Counsel for petitioners argued that the increase in import prices and decline in import volumes have led
to the beginning of a recovery for the domestic industry from the serious injury caused by the prior
import surge, but that the industry is still not back to its condition of 1995-97, prior to the import surge.
Counsel for petitioners argued that the Commission should not report to the President that the relief is
excessive.®

Imports From Non-Covered Countries

Welded line pipe that is the product of Canada and Mexico is not covered by the import relief
action. Non-covered product accounted for the following percentages of total imports (based on
quantity): from Canada, *** percent in 1998, *** percent in 1999, and *** percent in 2000; and from
Mexico, *** percent in 1998, *** percent in 1999, and *** percent in 2000. Counsel for Korean
respondents argued that this doubling of the share of line pipe imports by product from Canada and
Mexico constitutes a surge that has undermined the effectiveness of the import relief action. Counsel for

2 Customs Quota Weekly Status Report as of January 6, 2001. Customs has confirmed that the exempted quantity
for Germany was reached by December 8, 2000 (June 13, 2001, telephone interview with ***, U.S. Customs).

3 The value figure includes an estimate for additional duties on approximately $*** of merchandise at the 19
percent duty rate (June 12, 2001, submission of Barnes, Richardson and Colburn).

4 June 25, 2001, Korean respondents’ prehearing brief, pp. 6-7; and TR, pp. 132-133.
5 JuIy 6, 2001, Japanese respondents’ posthearing brief, pp. 3 and 16.

¢ TR, pp. 112-113; and July 6, 2001, petitioners’ posthearing brief, p. 10. L7
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Table 11-3

Welded line pipe: U.S. imports, by principal sources, March 1999-February 2000 and March 2000-February 2001

Source Mar. 1999- Mar. 2000- Mar. 1999- Mar. 2000- Mar. 1999- Mar. 2000-
Feb. 2000 Feb. 2001 Feb. 2000 Feb. 2001 Feb. 2000 Feb. 2001
Quantity (short tons) Value ($1,000)" Unit value (per ton)
Covered sources.
China 24,230 881 7,323 318 $302 $361
Germany® 5,519 il 3,043 ax 551 bl
Japan® 14,657 b 6,570 bl 448 bl
Korea 118,306 25,892 39,181 10,763 331 416
South Africa 9,627 4,181 3,214 1,734 334 415
Taiwan 12,777 9,839 4,362 3,535 341 359
Turkey 0 5,488 0 1,993 * 363
U.K. 1,979 3,836 811 1,720 410 448
Venezuela 1,624 6,829 530 2,823 327 413
All others 8,778 15,433 2,993 5,811 341 377
Subtotal covered 197,497 b 68,028 bl 344 bl
Non-covered sources:
Canada 5,884 17,966 2,988 8,875 508 494
Mexico 58,737 55,320 23,457 24,946 399 451
Subtotal non-covered 64,621 73,286 26,445 33,822 409 462
Total 262,118 b 94,472 o 360 el
Period change
Share of quantity Share of value
Quantity Value
(Percent)
Covered sources:
China 9.2 bl 7.8 b -96.4 -95.7
Germanyz 2.1 ek 3.2 ok ok ok
Japan3 56 ek 7.0 *ek o *hen
Korea 45.1 e 415 b -78.1 -725
South Africa 3.7 b 3.4 bl -56.6 -46.1
Taiwan 4.9 o 46 b -23.0 -19.0
Turkey *) - ¢ b ¢ ¢
U.K. 0.8 b 0.9 o 93.8 112.2
Venezuela 0.6 b 0.6 i 320.6 432.2
All others 3.3 i 3.2 i 75.8 94.1
Subtotal covered 75.3 bl 72.0 i o i
Non-covered sources.
Canada 22 b 3.2 o 205.3 197.0
Mexico 224 bl 248 e -5.8 6.4
Subtotal non-covered 24.7 b 28.0 bl 13.4 27.9
Total 100.0 100.0 100.0 100.0 il b

1 Landed, duty-paid value.

2 Imports from Germany during Mar. 2000-Feb. 2001 are based on data submitted by counsel for German respondents
(June 11 and 12, 2001, submissions of Barnes, Richardson and Colburn).
3 Excludes nonsubject alloy and arctic-grade line pipe.

* Not applicable.

Source: Compiled from official Commerce statistics, adjusted for exclusions.
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Korean respondents urged the Commission to recommend that the President include Canada and Mexico
in the relief action under the surge provision in the NAFTA Implementation Act (19 U.S.C. § 3372(c)).”®
Counsel for petitioners argued that the vast majority of market share lost by imports from covered
countries went to domestic producers, and that imports from Canada and Mexico have entered the United
States at higher prices since the imposition of import relief. Counsel argued that “there is no need for the
Commission to recommend a modification of relief to include Canada and Mexico at this point in time.””

Historical data regarding imports of welded line pipe from Canada and Mexico, based on official
Commerce statistics, are presented in the following tabulation:

Source 1994 1995 1996 1997 1998 1999 2000
Quantity (short tons)
Canada 10,118 9,367 9,400 2,850 8,534 6,000 17,665
Mexico 23,254 25,454 40,009 80,129 48,180 53,995 56,747
Total 33,372 34,821 49,409 82,979 56,715 59,996 74,412

Dual Stenciled Product

During the section 201 investigation, counsel for Korean respondents argued that official import
statistics were overstated due to dual stenciling (pipe stenciled to both standard (ASTM) and line (API
5L) pipe specifications). The Commission determined that “even if a significant portion of Korean
multiple-stenciled line pipe actually is used in standard pipe applications, because such pipe still enters
as line pipe and can be used as line pipe, its presence in the domestic market can affect the domestic
price of line pipe” and found “no basis for discounting the volume of imports of line pipe from Korea or
their effect on the domestic industry.”"

7Section 3372(c) provides for action after exclusion of NAFTA country imports as follows:
(1) In General —If the President, under subsection (b), excludes imports from a NAFTA country or
countries from action under chapter 1 of title I of the Trade Act of 1974 but thereafter determines
that a surge in imports from that country or countries is undermining the effectiveness of the
action—
(A) the President may take appropriate action under such chapter 1 to include those
imports in the action; and
(B) any entity that is representative of an industry for which such action is being taken
may request the International Trade Commission to conduct an investigation of the surge
in such imports.
(2) Investigation.—Upon receiving a request under paragraph (1)(B), the International Trade
Commission shall conduct an investigation to determine whether a surge in such imports
undermines the effectiveness of the action. The International Trade Commission shall submit the
findings of its investigation to the President no later than 30 days after the request is received by
the International Trade Commission.
(3) Definition.—For purposes of this subsection, the term “surge” means a significant increase in
imports over the trend for a recent representative base period.

8 June 25, 2001, Korean respondents’ prehearing brief, pp. 10-11.
? July 6, 2001, petitioners’ posthearing brief, pp. 10-11.
1° Circular Welded Carbon Quality Line Pipe, Inv. No. TA-201-70, USITC Publication 3261, December 1999,

. 1-26.
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In this section 204 investigation, counsel for Korean respondents similarly argued that the
decline in imports of welded line pipe from Korea must be considered in light of the increase in imports
of standard pipe.!" An analysis of official Commerce statistics indicates that the increase in imports of
standard pipe from Korea during 1999-2000 was greater than the decline in imports of welded line pipe
(see monthly import statistics and figure D-1 in appendix D). In addition, data received by the
Commission from questionnaire respondents regarding dual-stenciling of welded line pipe indicates that
almost half of U.S. producers’ shipments of welded line pipe are dual-stenciled, and while the share of
shipments of imports that are dual stenciled has declined during 1998-2000, such product continues to
represent a significant portion (66 percent) of total shipments of imports from covered countries. A
summary of the data from questionnaire respondents is presented below:

U.S. producers Covered countries
Item
1998 1999 2000 1998 1999 2000
Share of total reported shipments of welded line pipe (percent)
API only 52.8 53.1 48.3 x b b
API & ASTM' 45.0 44.9 49.2 83.0 92.9 66.4
Not stenciled 2.2 2.0 25 ® ® ®
Others (2) (2) (2) *kk *kk *kk
Total 100.0 100.0 100.0 100.0 100.0 100.0
' Shares of total reported shipments of imports from Korea during the three years of the investigation
period that were dual stenciled product were 96.9 percent, 97.5 percent, and 79.7 percent, respectively.
2 None reported; not applicable.
3 With respect to covered countries, the data represent HFl welded line pipe from Germany,
stenciled to customers’ proprietary requirements.

APPARENT U.S. CONSUMPTION

Data on apparent U.S. consumption of welded line pipe, presented in table II-4, are based on U.S.
producers’ shipments as reported in the questionnaires and imports as recorded in official Commerce
statistics. Apparent consumption declined by 10.6 percent during 1998-2000, increased slightly by 1.9
percent during 1999-2000, and decreased by 25.2 percent during January-March 2001 compared to
January-March 2000. Factors identified as contributing to a decline in domestic demand for line pipe
include a general economic slowdown of the U.S. economy, a slight decline in the seasonally adjusted
value of new construction, and increased imports of standard and structural pipe.'

TR, pp. 132-133, July 6, 2001, posthearing brief of Korean respondents, pp. 10-12.

12 See Part V for a discussion of U.S. demand. 110
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Table 11-4

Welded line pipe: U.S. shipments of domestic product, U.S. imports, by principal sources, and apparent U.S.
consumption, 1998-2000, January-March 2000, and January-March 2001

Calendar years January-March
ftom 1998 1999 2000 2000 2001
Quantity (short tons)
U.S. shipments 645,817 568,840 670,919 174,892 130,604
U.S. imports from--
Covered sources:
China 7,866 16,412 9,672 8,825 29
Germany . . . . .
Japan . . e . .
Korea 157,997 133,896 42,832 27,842 9,729
South Africa 6,685 10,712 4,181 157 0
Taiwan 4,457 9,108 13,543 4,346 201
Turkey 11,324 0 0 0 5,488
United Kingdom 4,202 2,460 2,503 53 1,811
Venezuela 0 1,588 4,483 36 3,386
All other covered 9,177 6,819 13,779 2,312 5,607
Subtotal covered . . o ax ok
Non-covered sources:
Canada 8,534 6,000 17,665 966 2,426
Mexico 48,180 53,995 56,747 15,674 14,606
Subtotal non-covered 56,715 59,996 74,412 16,640 17,031
Total U.S. imports . . . . .
Apparent consumption b e b bl bl
Value ($1,000)
U.S. shipments 322,527 239,910 319,486 79,311 61,128
U.S. imports from--
Covered sources:
China 3,077 4,880 3,066 2,775 15
Germany xx . . an ar
Japan . . ok o ok
Korea 65,595 43,788 17,089 10,478 3,623
South Africa 2,548 3,602 1,734 50 0
Taiwan 1,795 3,170 4,738 1,419 67
Turkey 4,623 0 0 0 1,993
United Kingdom 1,848 1,030 1,153 21 787
Venezuela 0 518 1 ,870 13 1,360
All other covered 3,674 2,371 5,136 738 2,046
Subtotal covered . . . ek e
Non-covered sources:
Canada 4,988 3,006 8,695 478 1,281
Mexico 21,900 20,986 25,734 7,0<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>